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IRAN SANCTIONS: STRATEGY,
IMPLEMENTATION, AND ENFORCEMENT

THURSDAY, MAY 17, 2012

HOUSE OF REPRESENTATIVES,
COMMITTEE ON FOREIGN AFFAIRS,
Washington, DC.

The committee met, pursuant to notice, at 10 o’clock a.m., in
room 2172 Rayburn House Office Building, Hon. Ileana Ros-
Lehtinen (chairman of the committee) presiding.

Chairman ROS-LEHTINEN. The committee will come to order.
After recognizing myself and the ranking member, Mr. Berman, for
7 minutes each for our opening statements on today’s hearing topic,
I will recognize the chairman and ranking member of our Middle
East and South Asia Subcommittee for 3 minutes each for their
opening statements. I will then recognize any member for 1-minute
opening statements. We will then hear from our witnesses. Thank
you, gentlemen.

And I would ask that you summarize your prepared statements
into 5 minutes each before we move to the question and answers
with members under our 5-minute rule.

Without objection, the prepared statements of the witnesses will
be made part of the record, and members may have 5 days to in-
sert statements and questions for the record subject to the length
limitation in the rules.

I would like to point out that we are privileged and honored to
have a distinguished group of Americans with us in the audience.
They are the loved ones, the survivors from the terrible bombing
of the Marine barracks in Beirut, Lebanon that occurred in October
1983 that resulted in 241 dead and we are working for justice for
them. If you could stand up and let us applaud you. Thank you.
Thank you, ladies and gentlemen, for joining us today.

The Chair now recognizes herself for 7 minutes for an opening
statement.

Today’s hearing is part of a broader oversight effort by the com-
mittee to examine U.S. policy options to address the Iranian threat.
And this particular hearing will focus on U.S. policy and sanctions
implementation and enforcement. Economic sanctions are inflicting
damage on Iran’s long-term oil production potential.

Continuous reinvestment in upstream production is required to
offset a natural decline. Sanctions on Iran’s oil industry and its
banking system are curtailing foreign partnerships that the Ira-
nian oil industry has relied upon.

With these trends in place, it is not unreasonable to contemplate
the end of net oil export from Iran within a few years and its re-
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sulting effect on government finances, on foreign exchange earn-
ings, and presumably the larger economy. But much more remains
to be done.

I am deeply concerned that the administration’s foolish embrace
of yet another round of negotiations will only embolden the regime.
The administration has made already concession after concession
in its negotiations with Iran only to come up empty handed.

The Iranian approach seems to be what is mine is mine, and
what is yours is negotiable. Unfortunately, the administration
seems to be playing along.

Last month the Los Angeles Times reported that U.S. officials
are now willing to let Iran continue enriching uranium in the face
of multiple U.N. Security Council resolutions demanding that Iran
immediately halt uranium enrichment. Rather than embarking on
this dangerous and foolhardy course, we must accelerate and ex-
pand our sanctions to compel the Iranians to verifiably and perma-
nently abandon their dangerous policies.

We know what must be done, and today we are here to explore
what additional measures we must take in order to achieve our
vital national security objectives.

Ambassador Wallace, thank you for joining us today. I would
greatly appreciate your views on what additional measures we can
take to prevent insurance and reinsurance companies that operate
in the U.S. from providing services to entities that facilitate Iran’s
ability to trade or develop its energy and infrastructure projects.
Also, what specific disclosure requirements are currently required?
Have they been implemented, and what additional measures can
and should we pursue? What additional measures beyond sanc-
tioning the National Iranian Tanker Corporation do you rec-
ommend taking to effectively sanction the Iranian energy sector,
both crude oil and downstream petrochemical products?

Additionally, we have previously discussed the idea of mandating
that automakers receiving Federal Government contracts must cer-
tify with the U.S. Department of Transportation that they are not
engaged with business in Iran, or engaged in the implementation
of any agreement with Iranian entities. So, if you could elaborate
on your estimates of the impact that this action would have on the
coffers of the regime.

And, Mr. Dubowitz, thank you also for joining us with your
smashed shoulder and all. And I would greatly appreciate your
thoughts on two specific issues. With respect to sanctions against
Iranian shipping, you state in your testimony, “Sources reveal that
China, in the past few weeks, has engaged in covert purchases of
Iranian oil estimated to be about 1 million barrels in excess of their
committed purchased volumes under agreement between Chinese
traders and the national Iranian Oil Company.” You said, “This
may be one reason for the Iranian decision to turn off ship locating
systems so that Western authorities cannot track those shipments.”
And lastly, you state, “Iran may also be reluctant to expose the ex-
tent of their floating storage, which is a sign of the difficulty they
may be facing in selling their oil.”

Now, Iranian tankers have been turning off their onboard vessel
tracking systems even though the International Maritime Organi-
zation requires that those systems stay on. Can multilateral ac-
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tions be taken against the National Iranian Tanker Company to
penalize Iran for its activities? And what specific role does the Na-
ti}i)nal? Iranian Tanker Company play within the IRGC supply
chain?

And, additionally, you recommend that the United States pass
measures to establish the U.S. as an Iranian oil-free zone to pro-
vide U.S. leverage in enforcing the EU oil embargo. What is the
projected impact of this course of action on the regime’s finances?
And could you also comment on the possible impact of integrating
prohibitions on the purchases of Iranian oil futures contracts into
the Iranian Sanctions Act structure?

And, Mr. Takeyh, you make the cogent observation in your writ-
ten testimony that a multi-staged diplomatic process plays into the
Ayatollah’s inclination to simply muddle through, or to quote you,
“as he can trade some modest compromises for a measure of sanc-
tions relief.” You add that this helps the regime protect the essen-
tial aspects of its nuclear program while gaining some breathing
room. If you could expand upon your statement, and what modest
compromises do you believe the Iranians will attempt to trade for
this actions relief? What are the essential aspects of the nuclear
program, and what measures do you recommend that congress take
to counter these efforts?

Unfortunately, time is of the essence, and this year may mark
our last chance to prevent Iran from crossing the nuclear thresh-
old. History has taught us that failing to act, and relying on hope,
when threatened by a deadly foe like Iran, usually ends in an
avoidable tragedy.

Iran’s nuclear weapons program, its unconventional and ballistic
missile development programs, and its political and military in-
volvement across the Middle East and South Asia, and indeed in
our own hemisphere, is a force to be reckoned with. We must take
the necessary measures through sanctions development, implemen-
tation and enforcement that will finally address the threat posed
by the Iranian regime.

Again, I thank you gentlemen for appearing before the committee
today. I look forward to your testimony.

I now turn to my good friend, the ranking member, Mr. Berman
of California.

Mr. BERMAN. Well, thank you very much, Madam Chairman, for
calling this timely hearing on Iran sanctions. In less than 1 week,
representatives of the five permanent members of the U.N. Secu-
rity Council and Germany, the so called P5+1, will meet with Ira-
nian negotiators in Baghdad in pursuit of a resolution to the ongo-
ing nuclear problem.

The administration has appropriately pursued a two-track ap-
proach, diplomacy and pressure. Those tracks are supposed to be
mutually reinforcing, but most people agree that it is the pressure
track that has brought Iran back to the table.

The point of sanctions has always been an effort to change Iran’s
calculus in pursuing a nuclear weapons program. Without rigorous
enforcement, sanctions have no value. Let us be clear, the Obama
administration has done far more than any previous administration
to implement U.S. sanctions and to build support for multilateral
sanctions.
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For more than a decade we urged successive administrations to
follow the law and implement sanctions against energy companies
that invest in Iran, but to no avail. Now, with the implementation
of CISADA, all of the major oil companies have ceased developing
energy fields in Iran. The EU is about to implement a boycott on
the purchase of Iranian crude, and Tehran is finally financially iso-
lated, reduced in some cases to signing barter agreements in order
to sell its oil.

The administration has rallied the international community, and
especially the European Union, to tighten its sanctions against
Iran’s nuclear weapons program in an unprecedented fashion.

As we all know, congressional focus on sanctions has been crucial
in this regard with this committee leading the way. That said, the
administration has yet to use all the tools at its disposal. The sanc-
tions have had an impact on Iran’s economy, but they are still far
from crippling. With oil prices so high, Iran is still expected to earn
significant oil revenue this year.

In addition, some nations have not been as helpful as they
should be in terms of enforcing sanctions. Take China, for example.
Chinese oil companies continue to buy Iranian oil. Chinese Oil
Services Company is still helping Iran develop its oil fields. Chi-
nese banks continue to finance sanctionable transactions with Iran,
and Chinese shipyards are building oil tankers for Iran. It is time,
in fact, it is long past time to impose sanctions on the entities in-
volved in these activities.

Last year this committee marked up and the House passed the
Iran Threat Reduction Act which strengthens our sanctions regime
in several ways. For example, it would ban foreign subsidiaries of
American firms from engaging in commerce with Iran, just like
their American parent companies. But if we are to persuade Iran
to suspend uranium enrichment and end its quest for nuclear
weapons, we must do more than pass legislation. That legislation
must also be implemented and enforced.

With regard to negotiations, the most immediate goal of the talks
must be to turn back the nuclear clock to set back Iran’s timetable
for achieving nuclear weapons capability. Some have suggested the
possibility of an interim agreement where Iran would agree to ship
out its most highly enriched uranium and agree to close its under-
ground bunker facility near Qom, Fordo, which is set up for produc-
tion of high-grade enriched uranium and may be virtually imper-
vious to conventional military attack.

That would be a useful start, but I think it is important to make
clear that such an agreement would not warrant the easing of
sanctions. And most importantly, I believe we should not com-
promise on the fundamental goal demanded by the Security Coun-
cil six separate times since 2006, that Iran fully suspend its ura-
nium enrichment.

In a New York Times article earlier this week, an Iranian advi-
sor to Supreme Leader Khamenei gloats that the Iranian regime
through sheer passage of time has won Western acquiescence to its
uranium enrichment program. The headline of the article which ac-
curately characterized the official’s view was, “Iran See Success in
Stalling on Nuclear Issue.”
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The official posted that Iran has “managed to bypass the redlines
the West has created for us.” Well, we need to make clear that Iran
is not going to wear us down. We are going to insist on full and
sustained suspension of enrichment. We are going to demand that
Iran answer all of the outstanding questions about the history of
its nuclear weapons program; questions asked repeatedly by the
International Atomic Energy Agency, questions that Iran has been
stonewalling for years. We are going to insist on far more intrusive
inspections; otherwise, we will keep moving forward with stronger
and tougher sanctions.

I am eager to hear the witnesses’ assessments as to how effective
the current sanctions regime is, how effectively the sanctions have
been implemented, and what other sanctions we in Congress
should pursue. But most of all, I would like to hear their thoughts
on whether and how the sanctions are achieving our primary goal,
ending Iran’s nuclear weapons program once and for all.

I yield back, Madam Chair.

Chairman ROS-LEHTINEN. Thank you very much, Mr. Berman.
Please yield 3 minutes to the chairman of the Subcommittee on the
Middle East and South Asia, Mr. Chabot of Ohio.

Mr. CHABOT. Thank you, Madam Chairman, for calling this time-
ly and important hearing. I look forward to hearing the testimony
of the witnesses here today.

I remain very skeptical about the administration’s current policy
which continues to be a combination of engagement and pressure.
The theory, as I understand it, is that if we are able to put enough
pressure on the Iranian regime, not the people but the regime, we
may be able to alter its calculation, and either entice it or coerce
it into negotiating away the nuclear program that it continues to
pour resources into.

We are, however, now over 3 years into this policy, and as far
as I can tell, the regime is no closer to complying with its inter-
national obligations. Nevertheless, the administration continues to
pursue this questionable policy, the next chapter of which will play
out in 6 days at the next round of negotiations.

I don’t think I am alone when I say that I will not be holding
my breath for a breakthrough, at least not a real one, but I am con-
cerned that the administration is so desirous of progress that it
may end up manufacturing through unwise concessions something
it can parade around as success.

Along these lines, I was deeply disturbed to read recently that
according to one report the administration “might agree to let Iran
continue enriching uranium up to 5 percent purity.” The Non-Pro-
liferation Treaty may give its signatories the right to peaceful nu-
clear energy, but it does not give them the right to the full nuclear
fuel cycle, including domestic enrichment.

Allowing Iran to enrich on its own soil even with the appropriate
safeguards would allow the regime to continue to stockpile low-en-
riched uranium and would bring it ever closer to a breakout capa-
bility. Just this morning I read a report which suggests that Iran
is installing additional centrifuges at an underground facility.

As one analyst recently noted, getting within weeks of acquiring
a bomb by making nuclear fuel, especially when doing so is uneco-
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nomical and is now tactically required in order to produce nuclear
power ought not to qualify as peaceful nuclear energy.

As I have said before, it is my belief that Iran’s nuclear program
is a symptom of the disease rather than the disease itself. I want
to be clear, Iran’s illicit nuclear program is a paramount challenge
to U.S. core national security interests and it must be addressed.
But to speak of a nuclear program independently of the regime
which pursues it is to put the cart before the horse. A nuclear pro-
gram is not in and of itself what makes the regime nefarious, it is
the perverse nature of the regime that makes the nuclear program
so dangerous. And it is my belief that any regime that threatens
to wipe Israel off the map or so wantonly shirks its international
obligations cannot be allowed to enrich on its own soil.

As we sit here today, Iran’s centrifuges continue to spin and the
regime inches closer to a nuclear weapons capability. That we
would permit this is anathema to me, and I yield back.

Chairman RoOS-LEHTINEN. Thank you very much, Mr. Chabot.
Honored to yield 3 minutes to the ranking member of the same
subcommittee, Mr. Ackerman of New York.

Mr. ACKERMAN. I think it important that we consider the context
in which both the upcoming P5+1 negotiations and the sanctions
are taking place.

There has been bipartisan concern about this issue since the
1990s. Some of us here voted on a bipartisan basis for the first
sanctions investment in Iran’s petroleum sector, and we have been
working together on this committee to strengthen those sanctions
ever since.

Bipartisan frustration regarding the implementation of those
sanctions by the Clinton and Bush administrations culminated al-
most 2 years ago with the passage of the Comprehensive Iran
Sanctions Accountability Divestment Act which significantly boost-
ed pressure on Iran.

But more than just supporting CISADA, the Obama administra-
tion broke with its predecessors which, unfortunately, viewed fur-
ther U.S. sanctions an unwelcome impediment. In contrast, the
Obama administration, wisely in my view, embraced sanctions as
a critical element of a comprehensive strategy, and skillfully uni-
fied the international community as never before behind our policy
of seeking to engage Iran while also cranking up serious pressure
on the Ayatollah’s regime to back down.

The Obama administration has worked to make sanctions more
effective by improving U.S. enforcement, enhancing international
participation and successfully moving a Sanctions Resolution, one
with further unilateral sanction supporting language through the
United Nations Security Council.

Previously, we had painless sanctions, feckless negotiations, and
no real leverage. Iran was seen as a rising power in the Middle
East and the United States was seen as failing in a morass of end-
less war in Iraq and Afghanistan.

Today, the picture is nearly 180 degrees reversed and that is no
accident. While our economy continues to add jobs, Iran’s economy
has been choked by sanctions that are only getting stronger, and
the bottom has fallen out of their currency.
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Rather than being mired in Iraq, we have successfully dis-
engaged militarily. We are reducing our liabilities in Afghanistan,
far from being viewed as the vanguard of a new Middle East built
upon the so called axis of resistance, Iran has made itself the
enemy of the Arabs by aiding the Assad regime’s slaughter and ter-
ror.

Admittedly, I have low expectations for the upcoming negotia-
tions, but only because I have such low expectations of Iran’s lead-
ers. Unfortunately, I think they would rather see their own country
fail than accept any deal, no matter how reasonable. But even
though I doubt Iran will negotiate in good faith, I believe we must
continue as we have by strengthening, sharpening, and broadening
sanctions, by improving international cooperation on their enforce-
ment, and by insuring that we have a truly viable military option
so that no matter what Iran absolutely does, not acquire a nuclear
weapons capability. The bottom line is that, and the mullahs need
to know it.

Chairman ROS-LEHTINEN. Thank you so much, Mr. Ackerman.

We will now move to the 1-minute statements by our members.
Pleased to yield to Mr. Smith, the chairman of the Subcommittee
on Africa, Global Health, and Human Rights.

Mr. SMITH. I thank my good friend, the distinguished chair.

Madam Chair, a nuclear weapons capable Iran poses an unprece-
dented and absolutely unacceptable threat to Israel, its neighbors,
the United States, Europe, the world. Some have naively suggested
that the Mutually assured destruction Theory or MAD theory that
mitigated the threat of nuclear annihilation with the Soviet Union
is somehow applicable to a nuclear Iran. It isn’t. Unlike Moscow’s
penchant for survival, the Iranian dictatorship savors, even wel-
comes individual and mass suicide as somehow noble and worthy
of eternal paradise.

I congratulate Chairman Ros-Lehtinen and the ranking member
Howard Berman for working tirelessly to strengthen sanctions, es-
pecially the potentially most effective sanction of all, shutting down
Iran’s banking capabilities.

In his testimony, Ambassador Mark Wallace says, “First we must
fully end Iran’s access to international banking system.” I couldn’t
agree more.

Chairman ROS-LEHTINEN. Thank you. Mr. Sherman, the ranking
men(rllber on the Subcommittee on Terrorism, Nonproliferation, and
Trade.

Mr. SHERMAN. I agree with Mr. Chabot that non-nuclear states
do not have the right to the full fuel cycle under the NPT, but with
Iran, there is another reason; they are already a violator of the
NPT and should not be allowed to enrich.

It is said that this administration has done more than prior ad-
ministrations. That is way too low a standard. It is like we used
to have the record spinning at 33 revolutions for an LP, and now
we have adjusted it up to that old 78. The centrifuges spin at
90,000 revolutions per minute, and we have to have sanctions that
move just as fast.

We need, and I hope to have co-sponsors in this committee of my
bill to punish those banks in swift, that do not vote for the com-
plete shutoff of all Iranian banks from the inter-bank communica-
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tion system, and it is time for the administration to sanction all
Iranian banks, not just the Central Bank. There is so much more
we could do and so little time to do it. I yield back.

Chairman RoS-LEHTINEN. Thank you, sir. Mr. Rohrabacher is
recognized, chairman of the Subcommittee on Oversight and Inves-
tigations.

Mr. ROHRABACHER. Thank you very much, Madam Chairman.
Thank you for holding this hearing.

It is time for us to admit that our strategy about Iran, a nuclear
armed Iran, is not working. I mean, here we are. It just keeps get-
ting worse and worse, closer and closer to the time when Iran,
these mullah, the crazy mullah regime will have a nuclear weapon.

We have focused actively on China, on our allies, on U.S. cor-
porations, we have focused on economic sanctions, diplomatic pres-
sures, negotiations with the mullahs themselves, but we left out
the significant player who could make the difference, how about
the Iranian people? This administration has been noticeably quiet
when the first Arab Spring demonstrations happened where, in
Tehran. We didn’t even give them any support. We haven’t sup-
ported any of those elements in Iran. We are willing to fight
against the mullah regime. That would be the most successful
strategy, but yet we have been talking about China trying to enlist
our allies, doing everything but going to the people and forming an
alliance with those people who could make a difference. Thank you
very much, Madam Chairman.

Chairman RoOS-LEHTINEN. Thank you. Mr. Sires of New Jersey is
recognized.

Mr. SIRES. Madam Chair, I don’t have a statement at this time.

Chairman Ros-LEHTINEN. Thank you very much. Mr. Murphy of
Connecticut.

Mr. MurpPHY. Thank you, Madam Chair. During the 5 to 10 years
before President Obama took office, we didn’t stand still, we went
backwards. During that period of time year by year the balance of
power tipped every year in favor of Iran. Why? Because we decided
to empower Iran by fighting an unjustified war in Iraq that essen-
tially elevated their presence in the region. By being distracted
both in the war in Iraq, and by mismanaged war in Afghanistan
we essentially pursued absolutely no policy of sanctions, no policy
of multi-lateralism. In fact, the Bush administration didn’t enforce
one single sanction against Iran during their time in office.

So, the historical context for this hearing is important because
over the past 3 years, the Obama administration has done some-
thing different. They have engaged the international community.
They have put in place sanctions that have never been tougher,
and they have pursued a policy backing it up to talk to the Ira-
nians about something different, a way forward that is different.
That is the historical context that this hearing takes place in today.

Chairman ROS-LEHTINEN. Thank you so much. Mr. Joe Wilson of
South Carolina.

Mr. WILSON. Thank you, Madam Chair. I am particularly appre-
ciative of the survivors of the Beirut barracks bombing. I want to
thank you for being here. What a tribute to your loved ones, per-
sons on October 23rd, 1983, 241 U.S. Marines, sailors and soldiers
were killed clearly by an Iranian attack. The American people need
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to remember this. Sadly, so many people have forgotten. But thank
you for being here. The American people need to know that the re-
sulting explosion was the largest non-nuclear explosion ever deto-
nf{;lted on the face of the earth. It was a force of 15 to 21,000 pounds
of TNT.

The court ruling of 2009 made it clear that because of the Ira-
nian connection with Hezbollah, that there was no question that
the material and technical support was from the Iranian Govern-
ment.

Thank you for being here. Thank you for reminding the Amer-
ican people. We must not repeat this. I agree with Congressman
Rohrabacher, we need to be encouraging the people of Iran to en-
courage change, and there has been a failure by this administra-
tion. Thank you, Madam Chair.

Chairman ROS-LEHTINEN. Thank you, sir. Mr. Deutch of Florida.

Mr. DEUTCH. Madam Chairman, I would like to thank you and
Ranking Member Berman for your leadership and your commit-
ment to preventing a nuclear Iran. And thanks for our witnesses
whom I have had the pleasure of working with on this issue.

In the last 3 years, the U.S. has gone from having essentially no
impactful sanctions policy to the most robust targeted Iran sanc-
tions program in the world, and we have amassed a broad inter-
national coalition of partners. We are finally seeing sanctions se-
verely strangle the Iranian economy, but we can and we must do
more.

I encourage the administration to stay the course and proceed
with the implementation of crude export sanctions at the end of
next month. I, along with several of my colleagues on this com-
mittee have proposed additional legislation to strengthen sanctions
even further, and I hope the Senate moves forward with its new
package today.

Madam Chairman, we cannot allow the Iranian regime to use ne-
gotiations simply to buy time while thousands of centrifuges con-
tinue to spin.

I look forward to the testimony of our witnesses, and I yield
back.

Chairman ROS-LEHTINEN. Thank you very much. Mr. Turner of
New York.

Mr. TURNER. Thank you, Madam Chair. If the purpose of the
sanctions is to stop the Iranian nuclear weapons program, I would
be anxious to hear what our witnesses have to say about the effi-
cacy of this program, particularly in view of the timeline. By year
end, we expect a weaponization program. Which do you think will
work, sanctions or will the Iranians win on the time? I yield back,
thank you.

Chairman ROS-LEHTINEN. Thank you. Mr. Meeks, the ranking
member on the Subcommittee on Europe and Eurasia.

Mr. MEEKS. Thank you, Madam Chair, for convening this timely
hearing on Iran sanctions.

Let me just say that I strongly support and supportive of Presi-
dent Obama’s efforts to establish what is unprecedented inter-
national sanctions against the regime of Iran. In order for sanc-
tions to be successful, first you have to have a coalition of individ-
uals. You know, you do certain things on a bilateral or unilateral
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basis, generally that means you can pass all the sanctions you
want. It will not have the intended effect. The way to be successful
is to make sure you do it on a multilateral effort.

What the Obama administration has been doing that has been
successful is now they have brought in a number of our European
allies who I also want to congratulate, who have implemented
wide-ranging sanctions despite even difficult economic situations
that they are in. This is a real achievement, I think, for the Obama
administration and for the rest of the world, as now everyone can
be focused and united to make sure that Iran does not a nuclear
weapon. This is not about containment, it is about making sure
they do not obtain a nuclear weapon.

Chairman RoOS-LEHTINEN. Thank you, sir. Mr. Marino of Penn-
sylvania.

Mr. MARINO. I have no statement.

Chairman ROS-LEHTINEN. Thank you. Mr. Bilirakis of Florida.
Thank you. Mr. Connolly of Virginia.

Mr. ConNoOLLY. Thank you, Madam Chairman. I think we need
to be careful as Members of Congress that we don’t talk ourselves
out of a very strenuous and robust sanctions regime to bring Iran
to the table and to resolve the issue of its nuclear capability.

The fact of the matter is, and I respectfully disagree with my
friend, Mr. Berman from California, and Mr. Rohrabacher from
California. I don’t think we have ever seen a sanctions regime as
strict and as tightly controlled as we are seeing under the Obama
administration with respect to Iran.

There is mounting evidence it is working. It is working in cutting
off its ability to supply oil to its customers. It is working in terms
of the banking system and its access to credit. It is working in
terms of mounting domestic pressure within Iran among consumers
and among the people of Iran who are seeing the negative con-
sequences of this folly. And I think the Obama administration de-
serves credit and a little more time to make it all come home. I
thank the chair.

Chairman ROS-LEHTINEN. Thank you very much. And now the
Chair is pleased to welcome our witnesses. We will start with Am-
bassador Mark Wallace, who is the chief executive officer, co-found-
er and former president of United Against Nuclear Iran. He is also
the CEO of Tigris Financial Group.

Ambassador Wallace previously served as our Ambassador to the
U.N. in the field of management and reform. How did that work
out? He also served as principal legal advisor to the Bureau of Im-
migration and Customs Enforcement, and the Bureau of Immigra-
tion and Citizenship Services in the Department of Homeland Se-
curity. Welcome, sir.

Mr. Mark Dubowitz is the executive director of the Foundation
for Defense of Democracies where he is the head of FDD’s Iran En-
ergy Project, and directs its Iran Human Rights Project. He is also
a principal at the Iran Advisory Group. Mr. Dubowitz previously
served in software management as director of International Busi-
ness Development in Double Click. Thank you, sir.

And lastly, we will hear from Ray Takeyh. He is a former—he
is a senior fellow for Middle Eastern Studies at the Council of For-
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eign Relations. Dr. Takeyh is also an adjunct professor at the Cen-
ter for Peace and Security Studies at Georgetown.

Before that, he was a professor at the National War College, and
at the National Defense University, as well as a fellow at Yale, and
the Washington Institute for Near East Policy. He recently contrib-
uted to the work of the special advisor for the Gulf and Southwest
Asia at the Department of State. Welcome.

I would like to kindly remind our witnesses to keep your testi-
mony to no more than 5 minutes. And without objection, the wit-
nesses’ entire written statements will be inserted into the hearing
record. And we will begin with you, Ambassador Wallace.

STATEMENT OF THE HONORABLE MARK D. WALLACE, PRESI-
DENT AND CHIEF EXECUTIVE OFFICER, UNITED AGAINST
NUCLEAR IRAN (FORMER UNITED STATES REPRESENTA-
TIVE TO THE UNITED NATIONS FOR MANAGEMENT AND RE-
FORM)

Ambassador WALLACE. Thank you, Madam Chairman. Madam
Chair, Congressman Berman, distinguished members of the com-
mittee, it is an honor to have the opportunity to appear before you
again today to discuss what is unquestionably the most serious na-
tional security challenge confronting the United States. Thank you
for having me, and I would like to acknowledge the important work
of my colleagues on the panel, Mark and Ray.

I am proud that my colleagues from UANI are here today, David
Ibsen and Lara Pham. They and their other UANI colleagues do
the hard important work so well. I must acknowledge the UANI
Advisory Board and the intimate role they play in our work, includ-
ing prominent foreign policy experts such as Graham Allison, Les
Felb and Fouad Ajami, and former government officials like former
CIA Director, Jim Woolsey, former Homeland Security Advisory,
Fran Townsend, former head of the Mossad Meir Dagan, former
head of the German Intelligence Service, Dr. August Hanning, and
the former head of the United Kingdom’s MI6, Sir Richard
Dearlove, among many others. I am lucky to have colleagues like
UANT’s president, Kristen Silverberg, and European partners in
the London-based Institute for Strategic Dialogue.

The international and transatlantic character of our organization
is a testament to the consensus belief that a nuclear armed Iran
is the preeminent global security challenge. The threat of a nuclear
armed Iran is difficult to overstate. If Iran acquires nuclear weap-
ons, the threat environment that the United States faces will be
changed in dramatic, fundamental, and irrevocable ways.

With bold action, we still have an opportunity to thwart Iran’s
nuclear ambitions. We must seek the most robust sanctions in his-
tory. And we must consider much more than tweaks to current
sanctions. We have made real progress. The U.S. and EU passed
financial sanctions against Iran’s central bank and pressured
SWIFT to bar Iranian bank access to the international banking
system. And, of course, the very important decision by countries to
either ban or significantly curtail oil imports from Iran has been
a very key development.
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The consequences to Iran have been significant. Iran’s rial, its
currency, has been in free fall, a reliable indicator of the economic
impact of sanctions.

This committee has been at the forefront in championing sanc-
tions, and I would like to discuss some concepts for consideration
to achieve an economic blockade of Iran.

Our proposed strategy focuses on four areas; namely, banking,
insurance and reinsurance, disclosure and debarment, and ship-
ping. We give it an acronym called BIDS, B-I-D-S.

First, we must fully end Iran’s access to the international bank-
ing system. All Iranian financial institutions and banks should be
sanctioned, and there should be no exceptions to the areas of pro-
hibited banking activity. Moreover, any institution that engages in
sanction work-arounds, including participating in elaborate barter-
type arrangements should be penalized and sanctioned.

Second, we must increase pressure on Iran through the insur-
ance sector. Insurance and reinsurance companies that operate in
Iran should be identified and prohibited from doing business in the
United States, and precluded from entering into insurance or rein-
surance agreements with any entities in the United States.

Third, companies that avail themselves of U.S. capital markets
should be required to disclose the business that they conduct in
Iran and with Iranian entities, not limited just to the energy sector
or after some threshold amount. And if a company conducts busi-
ness in Iran, any type of business, it should not be eligible to re-
ceive U.S. Government contracts.

Finally, international cargo and crude shippers that service Ira-
nian ports should be barred from docking in U.S. ports for 10
years. Vessels arriving in U.S. ports should certify that they have
not docked at an Iranian port, or carried Iranian crude oil, or
downstream petrochemical products in the previous 36 months.
Some vessels have also worked to conceal their movements includ-
ing by disabling their GPS tracking devices, and thus are actively
facilitating the illegal practices of the Iranian regime. Such viola-
tions should result in permanent bans from U.S. ports.

Some may say that the above measures are too hard, particularly
on the Iranian people, while others will say that it is too late for
economic pressure, and that the only option is a military one. But
Iran’s economy is controlled by the regime and the IRGC which
profit at the expense of the Iranian people. This regime will never
change course due to half-measures. As for the other argument, I
cannot under oath with certainty, state with certainty that sanc-
tions and pressure will finally compel the Iranian regime to change
course. But before we would take military action against Iran, we
should be willing to test the most robust sanctions in history.
Doing so will show the regime that we are serious, committed, and
willing to do what is necessary to stop Iran’s pursuit of a nuclear
weapon, but we must act, and act now.

Thank you for allowing my longer statement to be submitted for
the record. It includes our detailed BIDS proposal that we hope
may achieve an economic blockage of Iran, and it is an honor to
be here today, particularly before the survivors of the 1983 attacks
in Beirut, something that we all so frequently talked about as one
of the reasons why we should oppose a nuclear armed Iran. But to
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have these people in this room, it is an honor for me to be here.
Thank you, Madam Chairman.
[The prepared statement of Ambassador Wallace follows:]

U.S. House Committee on Foreign Affairs
“Iran Sanctions: Strategy, Implementation, and Enforcement™
May 17, 2012
The Honorable Mark D. Wallace
Chief Fxecutive Officer, United Against Nuclear Iran
Testimony for the Record

Thank you Madame Chairman. Madame Chair, Congressman Berman, distinguished
members of the Committee, it is an honor to have the opportunity to appear before you again
today to discuss what is unquestionably the most serious national security challenge confronting
the United States. Thank you for having me, and T would like to acknowledge the important
work of my colleagues on the panel, Mark Dubowitz and Ray Takeyh.

The threat of a nuclear-armed lIran is difficult to overstate. 1If Iran acquires nuclear
weapons, the threat environment that the United States faces will be changed in dramatic,
fundamental and irrevocable ways.

1 am proud that my colleagues from UAN] are here today — David Ibsen, Lara Pham and
Mark Groombridge. They and their other UANI colleagues do the hard important work so well.
I must acknowledge the UANI Advisory Board and the intimate role they play in our work,
including prominent foreign policy experts such as Graham Allison, Les Gelb and Fouad Ajami,
and former government officials including former CIA Director Jim Woolsey, former Homeland
Security Advisor Fran Townsend, former Mossad Chief Meir Dagan, former head of the German
Intelligence Service Dr. August Hanning, and former head of the United Kingdom’s M16 Sir
Richard Dearlove among many others. T am lucky to have colleagues like UANT President
Ambassador Kristen Silverberg and European partners in the London-based Institute for
Strategic Dialogue.

The international and transatlantic character of our organization is a testament to the
consensus belief that a nuclear armed Iran is the preeminent global security challenge.

With bold action, we still have an opportunity to thwart Iran’s nuclear ambitions. We
must seek the most robust sanctions in history, and we must consider much more than tweaks to
current sanctions. We have made real progress. The U.S. and EU passed financial sanctions
against Iran’s central bank and pressured SWIFT to bar Iranian banks' access to the international
banking system. And, of course, the very important decision by countries to either ban or
significantly curtail oil imports from Iran has been a key development. The consequences to Iran
have been significant. Tran’s rial has been in free-fall, a reliable indicator of the economic
impact of sanctions.
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This Committee has been at the forefront in championing sanctions, and 1 would like to
discuss some concepts for consideration to achieve an economic blockade.

QOur proposed strategy focuses on four areas, namely Banking, Insurance and
Reinsurance, Disclosure and Debarment and Shipping (“BIDS”).

First, we must fully end Iran’s access to the international banking system. All Iranian
financial institutions and banks should be sanctioned, and there should be no exceptions to the
areas of prohibited banking activity. Moreover, any institution that engages in sanction
workarounds including participating in elaborate “barter” arrangements should be penalized and
sanctioned.

Second, we must increase pressure on Iran through the insurance sector. Insurance and
reinsurance companies that operate in Iran should be identified and prohibited from doing
business in the U.S. and precluded from entering into insurance or reinsurance agreements with
any entities in the U.S.

Third, companies that avail themselves of U.S. capital markets should be required to
disclose the business that they conduct in Iran and with Iranian entities — not limited to the just
the energy sector or after a threshold amount. And, if a company conducts business in Iran, any
type of business, it should not be eligible to receive U.S. government contracts.

Finally, international cargo and crude shippers that service Iranian ports should be barred
from docking in U.S. ports for 10 years. Vessels arriving in U.S. ports should certify that they
have not docked at an Iranian port or carried Iranian crude oil or downstream petrochemical
products in the previous 36 months. Some vessels have also worked to conceal their movements
including by disabling their GPS tracking devices, and thus are actively facilitating the illegal
practices of the Iranian regime. Such violations should result in permanent bans from U.S. ports.

Some may say that the above measures are too hard, particularly on the Tranian people,
while others will say that it is too late for economic pressure and that the only option is a military
one. But Tran’s economy is controlled by the regime and the TRGC which profit at the expense of
the Iranian people. This regime will never change course due to half-measures. As for the other
argument, [ cannot under oath state with certainty that sanctions and pressure will finally compel
the Iranian regime to change course. But before we would take military action against lran, we
should be willing to test the most robust sanctions in history. Doing so will show the regime that
we are serious, committed, and willing to do what is necessary to stop Iran’s pursuit of a nuclear
weapon. But we must act and act now.

In the interest of time, I would ask that my longer statement be submitted for the record.
Thank you Madame Chair and you Congressman Berman and all members of this

Committee for your great and important work in this area. Tlook forward to your questions and
comments.
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As part of UANI’s BIDS strategy, we have proposed model legislation that we hope will
assist this Committee its [ran sanctions. Attached are (1) the “Iran Financial Disclosure and
Sanctions Act of 2012,” (2) the “Iran Insurance and Reinsurance Certification and Sanctions Act
of 2012,” (3) the “Iran Transparency and Accountability Act of 2012,” and (4) the “Sanctioning
Shippers to Iranian Ports Act of 2012” or the “SSHIP Act of 2012.”

Previously and complimentary to the UANI BIDS proposal, UANI has developed and
proposed model legislation and regulations at both the federal and state Ievel. One area that we
believe has been particularly impactful has been to use the purchasing power of the federal
government and the U.S. state governments to compel international businesses to choose
between doing business with the United States and the individual states or Iran. Economic
imperatives make such a choice clear —leave lran.

Members of this committee are well aware that in the past two years, the U.S. Congress
has worked to pass milestone legislation, including the Comprehensive Iran Sanctions,
Accountability and Divestment Act of 2010 (“CISADA”). As you know, a key provision of
CISADA requires that companies that hope to procure federal government contracts must first
certify that they do not do business in Tran. Several individual U.S. states, with the inspiration of
CISADA, have followed through with their own respective debarment legislation. In the last 18
months, California, Florida, Indiana, Maryland and New York have all passed legislation that
mirrors the certification and debarment principles of CISADA. As a result of these measures,
contractors at the federal and state levels face debarment from government procurement lists and
ineligibility for lucrative government contracts if they do business in lran. UANI is working
closely with other states to pass similar legislation.

In addition, as many members of this Committee are aware, UANI has long advocated for
companies to publicly disclose their work in Iran. For far too long, companies have been able to
continue to pursue short-term profit in Tran while avoiding the potential reputational damage of
such business. The /ran Transparency and Accountability Act (“ITAA”), introduced by members
of this Committee (Representative Ted Deutch), based on UANT's proposed Securities and
Exchange Commission (“SEC”) disclosure concepts, has been included in the /ran Threat
Reduction Act. The TTAA will redefine all Tran business as ‘material” and require all publicly
traded companies availing themselves of U.S. capital markets to disclose the nature and extent of
their Tran business in their public disclosure filings. The moment companies are forced to
disclose their Iran business is the moment that they will begin planning their exit. The risk of
reputational harm from doing business in Iran is too great.

Our legislative proposals are guided by our years of experience in pursuing our ‘private
sanctions’ campaigns.

1 am proud of UANI’s work and believe that UANI has achieved some important and
notable campaign successes. The effort to stop Iran from acquiring a nuclear weapon is a shared
challenge for all responsible entities and concerned individuals, not just governments. To this
end, UANI has worked to publicly reveal companies that operate in Iran and how their Iranian
business activities are detrimental to advancing the important foreign policy goals of the United
States and the international community. We call on these businesses to end their work in Iran,
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Absent economic support from international businesses, the Iranian regime would not have the
financial wherewithal to develop a nuclear weapon, repress its own citizens and support
terrorism. UANI has led numerous campaigns that have successfully compelled international
businesses to end their work in Iran.

UANTD’s ‘private sanctions’ campaigns (and legislative and regulatory initiatives) are
based on the premise that companies doing business in Iran expose themselves, their partners,
affiliates and shareholders to grave reputational risk. Most companies that do business in Iran do
so as quietly and confidentially as possible. In the spotlight of UANI1 campaigns, the reputational
and fiduciary risks become too great for responsible businesses to continue.

Many notable American and multinational firms have begun to scale back their work or
have withdrawn from Iran in response to UANIL. General Electric, Caterpillar, Siemens, Ingersoll
Rand, KPMG, Huntsman, Huawei, Hitachi, Porsche, Bobcat, Komatsu, Standard Chartered
Bank, Banque de Commerce et de Placements, Eaton Corporation, ABB, Layher,
Transammonia, KGL, Royal Dutch Shell are key examples.

Several UANI campaigns deserve special attention. While UANT’s focus is on Tran’s
nuclear weapons program, we recognize that the protection of basic human rights remains a
critical issue if we are to promote long-term comprehensive change in Iran. Last year, UANI
launched its “Cranes Campaign” to educate manufacturers about Iran’s grisly practice of using
cranes to hang dissidents and homosexuals in public displays of brutal intimidation. Tn response
to this campaign, Terex, UNIC, Tadano and Liebherr, four of the world’s leading crane
manufacturers, all agreed to stop selling equipment in Tran.

Similarly, in 2011 UANT launched its “Tech and Telecom Campaign” to publicly
highlight the role of telecommunications companies in Iran and about how their technology was
being misused by Iranian government security forces to monitor and track peaceful dissidents
and protestors. In so doing, companies were directly facilitating the ability of the Iranian regime
to wage a campaign of terror against its own people. In response to UANI’s campaign,
companies like Nokia Siemens Networks and Ericsson agreed to not take on any new business in
Tran. Of particular significance is the fact that even Huawei, the Chinese telecom giant, curtailed
its Iran business in response to UANI’s campaign. UANI worked closely with Huawei to explain
the dangers of their investments in Tran. As a result of these discussions, Huawei became the first
Chinese company to announce an end to all new business activities in Iran. In today’s integrated
business and financial worlds, companies cannot exist in a national vacuum. Any corporation
that seeks access to American capital markets is subject to American law, public pressure and
American public opinion.

There is still much work to be done. For example, despite the action of other responsible
telecommunication companies, South African telecom company MTN continues to openly
partner with sanctioned Iran entities affiliated with the brutal Iranian regime. Companies like
MTN deserve the condemnation of the American public and concerned citizens worldwide as
well as the attention of this Congress, which should investigate MTN’s collaboration with the
Tranian regime. Nevertheless, UANT will continue to educate citizens and apply pressure against
recalcitrant companies that pursue short-term profits at the expense of global security.
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This year, UANI also launched its “Auto Campaign” that calls on some of the world’s
leading automobile manufacturers to leave Iran. Auto-manufacturing is a central component of
Iran’s industrial sector and is dominated by the regime and the IRGC. Auto manufacturers
provide crucial support to the Iranian regime by serving as both a massive source of revenue and
as a conduit for advanced goods and sophisticated technology. The IRGC is notorious for
misusing vehicles imported or license-built by companies including Fiat, Honda, Nissan,
Peugeot, Toyota and Volvo, for a number of nefarious purposes including to stage executions,
transport weapons and to facilitate the repressive activities of its militia and internal security
forces. Since the launch of UANI’s campaign, Hyundai and Porsche have agreed to end their
sales in Iran. However, more must be done. Despite its extensive business in Iran, Peugeot has
partnered with American automaker General Motors, a company partly owned by the U.S.
Treasury that was rescued from imminent bankruptcy by a $50 billion U.S. taxpayer funded
bailout. Tn addition, Japanese automaker Nissan was awarded a $1 billion contract from the City
of New York to build the next iconic New York taxi cab despite the fact that Nissan is directly
partnered with Tranian entities controlled by the Tranian regime and the TRGC. New York
taxpayer dollars should not benefit companies, like Nissan, that partner with the world's leading
state sponsor of terror, an ally of al-Qaeda with one of the world’s most abhorrent human rights
records. New York should use the power of the contracting purse to compel Nissan to choose
between New York and Tran.

UANT has introduced model legislation, the Debarment and Restrictions for Iranian-
related Vehicle Enterprises Act (the “DRIVE Act”), to require automakers to certify they are not
engaged in any business in Tran, or engaged in the implementation of any agreement with Tranian
entities in order to be eligible for U.S. government contracts or financial assistance. (See
attached)

International organizations must also realize that their relationship with Iran is not just
member-country “business as usual,” and this Committee’s important oversight role can help.
Put bluntly, Tran is in violation of many of its international treaty obligations, and it should not
be treated like a member in good standing of international bodies. We do not suggest that Iran
be denied access to the UN., as it should be welcome to come and express its points and engage
in open dialogue. Iran should not, though, have the same rights as members in good standing,

Just three months ago, UANI launched a campaign against the Society for Worldwide
Interbank Financial Telecommunication (“SWIFT™). As many of you know, SWIFT is the
world’s leading international financial messaging system used by banks worldwide. UANI
launched its SWIFT campaign in January, submitting a detailed legal explanation to SWIFT,
international banking and regulatory officials, and U.S. lawmakers, demonstrating that SWIFT
was in violation of U.S. and EU sanctions as well as its own bylaws. Subsequently, Chairwoman
Illeana Ros-Lehtinen and Congressman Brad Sherman introduced the fran Financial Sanctions
Improvement Act of 20/2 (HR. 4179), which would sanction SWIFT if it continues to provide
services on behalf of any Tranian bank and would expand CISADA sanctions to penalize
financial entities that engage with any Iranian bank — not just designated ones. Members of the
U.S. Senate also drafted and introduced an amendment that would sanction SWIFT. SWIFT,
after initially defending its work with Iran, subsequently pledged to “find the right multilateral
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legal framework which will enable SWIFT to address the issues.” In short, relented and no
longer does SWIFT provide services to Iranian sanctioned banks, but it does provide services to
non-sanctioned banks. (Hence, the importance of ensuring that all Iranian banks face sanctions.).
SWIFT’s chief executive, Lazaro Campos, described the move as “extraordinary and
unprecedented. 1t is a direct result of international and multilateral action to intensify financial
sanctions against lran.”

Other international institutions are also conducting “business as usual” in Iran. The case
of the International Monetary Fund (“IMF”) is a good example. The United States and E.U.
sanctioned Bank Markazi, Iran’s Central Bank. Yet today the IMF holds billions of dollars’
worth of cash and securities in Bank Markazi. The IMF should not hold accounts (even
according to its own rules) in a sanctioned bank. If the IMF cannot work with Iran without doing
50, it should suspend Iran’s membership in the IMF.

In a similar vein, Iran is in violation of numerous United Nations Security Council
resolutions. Yet in the thirty eight (38) UN Funds, Programs and Specialized Agencies, Tran
votes, runs for leadership positions and serves in various committee roles just like any other
member in good standing. If Tran refuses to comply with its obligations to the UN, particularly
as related to the Security Council mandate of maintaining international peace and security, lran
should not be considered a member in good standing. Tt should be welcomed in plenary sessions
to engage in open dialogue, but Iran should have its voting rights suspended and it should not be
allowed to seek leadership positions unless and until it comes into compliance with its treaty
obligations including Security Council resolutions. As long as Iran continues to defy the UN, it
should not be allowed the same privileges of a member in good standing at the expense of the
credibility of the UN system as a whole while legitimizing the Iranian regime.

1 am aware that governments around the world, including this Congress, have already
taken steps to enact measures in the foregoing areas. However, the numerous workarounds, loop-
holes and exceptions included in these measures are undermining our ability to achieve the
common objective of enacting the most robust sanctions in history. The time for half-measures
and exceptions is over. We must commit ourselves to imposing a complete economic blockade.

An example of how half-measures undermine the implementation of a full economic
embargo can be found in Tran’s petrochemical industry. While the U.S. has sanctioned the
National Petrochemical Company (“NPC”) and the Petrochemical Commercial Company
(“PCC”) of Iran, a number of private or quasi-state owned entities controlled or owned by the
NPC and PCC remained unsanctioned. As a result, Iran’s revenues from exports of
petrochemical products continue to grow. An Iranian Trade Promotion Organization recently
stated that lran’s petrochemical exports totaled $13 billion in the first 11 months of the Iranian
calendar year ending March 21, 2012. This figure represents a significant share of Iran’s non-oil
exports which had reached $43 billion during the same period. Reports state that if the same
sanctions that have been historically applied to Iran’s oil exports were also applied to Iran’s non-
oil exports, the combined effect against the country’s trade would be over $31 billion, or 6.5% of
its GDP. (See, Bloomberg, “Iran Non-0il Exports Rose 28% in First 11 Months, Press TV Says,”
Ladane Nasseri, 3/16/12, Reuters, “Analysis: Iran Economy Could Limp Along Under
Sanctions,” Andrew Torchia, 2/6/12, and Tehran Times, “Iran Finds New Petrochemical
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Markets, Despite Sanctions,” 2/21/12) Clearly, the existing petrochemical sanctions, while
limiting some Iranian petrochemical activity, lack the necessary scope.

We hope that the experiences of UANI over the years of its work, our model legislation
and the UANI BIDS proposal will be helpful to this Committee and its staff. Thank you for the
opportunity to share our work with you and we will remain available for any questions or
comments.

Thank you.
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Chairman ROS-LEHTINEN. Thank you, Mr. Ambassador.
Mr. Dubowitz.

STATEMENT OF MR. MARK DUBOWITZ, EXECUTIVE DIRECTOR,
FOUNDATION FOR DEFENSE OF DEMOCRACIES

Mr. DuBowiITZ. Thank you very much. Chairman Ros-Lehtinen,
Ranking Member Berman, distinguished members of the com-
mittee, on behalf of FDD it is an honor to be here today, and an
honor to be testifying with Mark and Ray.

The topic of my testimony is sanctions relief as the Obama ad-
ministration prepares for the P5+1 talks in Baghdad. Now, admin-
istration officials publicly and privately are making a tough case
for relieving sanctions on Iran, but these officials have, neverthe-
less, made it clear that these talks are part of a process that will
require confidence-building measures and reciprocal concessions.

To be meaningful to Tehran, concessions will have to come in the
form of sanctions relief which are threatening the regime’s oil
wealth, and perhaps even its survival in ways not seen since the
Iran-Iraq War.

Supreme Leader Ali Khamenei badly needs to relieve this eco-
nomic pressure. He is seeking to buy his country enough hard cur-
rency from oil sales to withstand soaring inflation and a crumbling
currency. He also seeks to use the P5+1 negotiations to buy more
time to reach breakout capacity, which would enable him to build
a nuclear weapon within a few months.

Now, Iran sees the negotiations as an opportunity to force the
international community to accept its enrichment activities. In the
face of five UNSC resolutions and a U.S. commitment to stop Iran
from crossing previously established red lines, Iran has simply
moved the goal posts. Bushehr, Arak, Natanze and Fordo are a tes-
tament to the success of this Iranian strategy.

Khamenei likely will continue the strategy of playing for time by
dangling incremental nuclear concessions before the negotiators,
such as the cessation of 20 percent uranium enrichment. This con-
cession will be portrayed as an important confidence-building
measure putting pressure on the administration and its partners
for a similar gesture of goodwill in return.

As eager, however, as President Obama is for a deal he cannot
take the risk of offering too much relief for too few concessions.
Once these sanctions start to unravel, the fear of U.S. penalties
that held them together will become difficult to re-establish. The
multi-lateral sanctions regime, the centerpiece of the President’s
Iran strategy, will be gone. In order to make concessions to Iran,
the President or our allies may be tempted to offer sanctions relief
in the shadows.

In my written testimony, I detail some of the ways in which Iran
could be offered sanctions relief without inviting public scrutiny.
These are just a few examples of what should not be allowed. They
include reducing by even a few percentage points what constitutes
a significant reduction to the volume of petroleum purchased from
Iran, as provided in 1245 of the NDAA. Doing so would provide
Iran with additional hard currency. Allowing the 14 or so Iranian
financial institutions to continue using SWIFT. Supporting Europe
in relaxing the Maritime insurance sanctions that are so effective
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in slowing down Iranian oil shipments. Looking the other way as
Europe allows sanctions busting of its oil embargo. Keeping open
financial channels that allow the Iranians to access the global fi-
nancial systems and repatriate its oil profits. Permitting
sanctionable transactions to take place through barter trade to help
Iran reverse the decline in its energy production. Delaying sanc-
tions against critical elements of the oil supply chain like NIOC or
NITC. Providing less rigorous enforcement of shipping sanctions
that allow Iran to covertly sell more of its oil.

Now, these are just a few of the ways that the U.S. or our allies
could provide sanctions relief in the shadows. President Obama
must not allow this. Instead, the recommended course is for the
President to engage openly with the American people, with Con-
gress, with this committee, and with key allies like Israel during
the negotiating process with Iran.

He needs to green light the passage of the Senate’s sanctions bill
before the Baghdad talks begin. He needs to support additional
sanctions proposed by members of this committee, and by members
of the Senate Banking Committee on an expanded energy and com-
mercial embargo, broader insurance sanctions, and Iranian oil-free
zone, expanded financial sanctions, and the lifting of CBI immunity
to allow victims of Iranian terrorism to finally receive justice.

He should provide detailed reports to this committee and to Con-
gress on the type of sanctions relief being offered, and on the na-
ture of the Iranian concessions that they are offering. And he has
considerable flexibility under the National Interest Waiver in Sec-
tion 1245 of the NDAA to provide sanctions relief in the open. But
the President needs to be careful. Sanctions relief needs to be co-
ordinated with the EU, and an EU suspension of sanctions is not
likely to be easily and quickly reversed. Real sanctions relief should
only be offered in response to meaningful Iranian concessions.

Congress, and this committee, in particular, has played a critical
role in the development and implementation of sanctions. Your
next task is to ensure that sanctions relief, if it is to be provided
at all is only provided in the open, not in the shadows, and only
in exchange for meaningful, verifiable and irreversible Iranian nu-
clear concessions.

Thank you very much for inviting me here today.

[The prepared statement of Mr. Dubowitz follows:]
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Mark Dubowitz May 17, 2012

Introduction

Chairman Ros-Lehtinen, Ranking Member Berman, and distinguished Members of the
Committee, on behalf of the Foundation for Defense of Democracies, thank you for the
opportunity to testify before this committee.

Ibase my testimony today on my extensive work on Iran sanctions issues as executive
director of FDD, and director of FDD’s Iran Energy Project, which provides research and
analysis on Iran energy sanctions and tracks the role of the Islamic Revolutionary Guard
Corps in Iran's energy sector. I also research Iranian financial, human rights, and non-
proliferation sanctions and have co-authored six extensive studies on Iran sanctions
issues provided to the Obama administration and Congress.

The topic of my testimony is sanctions relief as the Obama administration approaches the
P5+1 talks with Iran over its nuclear weapons program next week in Baghdad.

Obama administration officials are making a tough case for relieving sanctions on Iran. “I
believe in action for action but I think in this case the burden of action falls on the
Iranians to demonstrate their seriousness,” Secretary of State Hillary Clinton said
recently, “and we are going to keep the sanctions in place and the pressure on Iran as they
consider ... what they’l] bring to the table in Baghdad, and we’ll respond accordingly.”!

Administration officials have nevertheless made it clear that they see these talks as part of
a process that will require confidence-building measures and reciprocal concessions.” To
be meaningful to Tehran, concessions will have to come in the form of sanctions relief, as
oil market and financial sanctions are threatening the Iranian regime’s oil wealth, and
potentially even its survival, in ways not seen since the Iran-lraq War.®

Iran’s Supreme Leader Ali Khamenei badly needs to relieve this economic pressure. He
is seeking to buy his country enough hard currency from oil sales to withstand soaring
inflation, now estimated to be as high as 40 percent per year,” and a crumbling currency,
at one point down this year by almost 50 percent since December 2011.°

! “Clinton Says U.S. Will Keep Sanctions on Tran,” Reuters, April 16, 2012,

(hilp:fwww reulers.com/article/201 2/04/16/us-iran-usa-clinton-1dUSBREKIF1C 201 204 16)

* The White Housc, Press Release, “Press Gaggle by Press Sceretary Jay Carney and Deputy National
Securily Advisor [or Strategic Communications Ben Rhodes Aboard Air Force One,” April 13, 2012,
hitpdiwww.whitchouse. govithe-press-office/2012/04/1 3 /press-zagglo-pross-seoretary - av-carmey-and-
deputy-uational-security -adv)

* Mohammad Davari, “Iran Wants Sanctions Eased, Hints On Enrichment,” Agence France Presse. April
16, 2012, (hitp:/fwww goosle com/ostednews/afip/article/ALegM 314144 E8IBXF4 Y -ta-

Ul d¥w 300 docld=CNG b3aS 1da26e7e838e1c7(73e604¢d03e3.6b D)

*Mitra Amiri, “UPDATE I-Iran Rial Slides, 'Dollar’ Text Messages Appear Blocked,” Bloomberg, January
10, 2012, (http: /Awwrw reuters. com/article/2012/0 1/ 1 0/iran-curreney AdUSLOESCAIZMOQ20120110)

* Bill Spindle, Benoit Faucon, & Farnaz Fassihi, “Iran Cracks Down on Dollar Trades,” The Wall Street

Journal, January 17, 2012,

(htip:Honline wsi.com/article/SB100014240529702037353045771 646400644087 10, html)
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Khamenei also seeks to use the PS+1 negotiations to buy more time to reach breakout
capacity, which would enable him to build -- or credibly threaten to build -- a nuclear
weapon within a few months. Despite five resolutions by the United Nations Security
Council requiring Iran to suspend all of its enrichment activities, it is clear that Iran sees
the negotiations with the P5+1 as an opportunity to force the international community to
accept its enrichment activities.

According to Hamidreza Taraghi, an adviser to Khamenei, Iran has succeeded with a
strategy to “bypass the red lines the West created for us,” including building the Bushehr
reactor, constructing the Arak heavy-water facility, and building an extensive enrichment
program, including at the Fordo complex near Qom constructed to withstand an attack by
the United States or Tsrael *

Despite tough sanctions, and a western commitment to stop Iran from crossing well-
established redlines, as 7The New York 1imes notes, Iran’s “carefully crafted strategy has
helped move the goal posts in their favor by making enrichment a reality that the West
has been unable to stop — and may not be willing, however, grudgingly, to accept.”” As
Taraghi pugts it, “But here we are, enriching as much as we need for our nuclear energy
program.”

Khamenei likely will continue this strategy of playing for time by dangling some
incremental nuclear concessions before the negotiators, such as the cessation of 20-
percent uranium enrichment, while maintaining Iran’s right to continue enrichment at
lower levels. This concession will be portrayed as an important confidence-building
measure, putting pressure on the Obama administration and its P5+1 partners for a similar
gesture of goodwill in return, to help keep the negotiations moving forward.

As eager, however, as President Obama is for a deal that will get Iran off the front pages -
- and all but eliminate the possibility of an Israeli strike ahead of the November election -
- he cannot take the political risk of offering too much relief for too few concessions.
Once sanctions start to unravel, the fear of U.S. penalties that held them together will
become difficult to reestablish, and the multilateral sanctions regime -- the centerpiece of
the president’s Iran strategy -- will be gone. This may also persuade the Israelis that the
time for diplomacy has passed, and only military action can stop Iran’s development of
nuclear weapons.

How can President Obama make meaningful concessions to Iran without providing
political opportunities to Mitt Romney and an opening for Israeli Prime Minister
Benjamin Netanyahu to launch military strikes? By offering relief in the shadows, where
sanctions may or may not be enforced. While it may be difficult for President Obama to

© Thomas Erdbrink, “Iran Sces Success in Stalling on Nuclear Issue,” The New York Times, May 14, 2012,

(bt fAwww nytimes cony/2012/05/1 5 iworid/middiecast/iran-sees-success-in-stulling-on-nucloar-
issuehiml)

" Ibid.

% Ibid.
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relax sanctions, he will likely have European Union states and other allies on his side if
he does. He must however resist the temptation to loosen the reins.

The recommended course, instead, is for President Obama to engage openly with the
American people, Congress and with key allies like Israel during the negotiation process
with ITran. He should intensify sanctions by moving forward quickly with the passage of
Congressional legislation, provide detailed reports to Congress on the type of sanctions
relief being offered and on the nature of the Iranian concessions they are offering, and use
the considerable flexibility he already has under the national interest waiver contained in
section 1245 of the National Defense Authorization Act (NDAA) to provide sanctions
relief in the open.

The administration should only offer sanctions relief in response to meaningful
concessions by the Iranians, as stipulated in multiple U.N. Security Council resolutions,
TAEA reports, executive branch demands, and Congressional legislation. These
concessions must include the complete suspension of Iran’s enrichment activities, a full
accounting of its past and current nuclear weapons activities, and its agreement to
intrusive inspections as outlined in the Additional Protocol to the Nuclear Non-
Proliferation Treaty. An open process involving the full disclosure of sanctions relief
provided and concessions obtained will lead to a deal with Tehran, if one is even possible
with this regime, which enjoys much greater bipartisan and international support.

Sanctions Relief in the Shadows

The Obama administration should resist the urge to offer sanctions relief in the shadows.
There are hundreds of ways Washington could provide the Iranians with meaningful
sanctions relief without inviting public scrutiny. Many of these could provide the Iranians
with what they most desperately need: Hard-currency eamings to mitigate the economic
damage they’ve already sustained from sanctions and the internal mismanagement of
their economy.

Relax the standard for what constitutes a “significant reduction” to the volume of
petroleum purchased from Iran, as provided under section 1243 of the NDAA.

Despite a request’ to U.S. Secretary of the Treasury Timothy Geithner from the co-
authors of this language, Senators Robert Menendez (D-NJ) and Mark Kirk (R-IL)," the
Obama administration has refused to specify how much of a cut qualifies as a “significant

? Sen, Mark Kirk & Sen. Roberl Menendez, “Letter to Sceretary Timothy Geithner,” January 19, 2012,
hip./Avww foreimpolicy.com/files/Ap uploaded documents/120119 Menendez-

Kirk% 20l etter%20t0% 208 E CTRE A 8% 2000% 200 B 1% Cloplementation?s 20Rules odh)

" “New Iranian Sanctions Enacted,” Dewey & LeBoeuf. January 5, 2012.

(http dvww deweylebosul com/~/media/Miles/chientalerts/201 2/201 215 IranianSanctions ashix)
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reduction” in Tranian oil purchases, which would justify an exception to sanctions on the
Central Bank of Tran (“CBI™)."

To give the Iranians some relief, the President could grant exceptions to buyers of their
oil, enabling them to sell more of it at market prices. This would still enable the President
to sanction countries that have not met the significant reductions required by June 28, but
lower the threshold for an exception by a few percentage points. For example, by
reducing the threshold for a significant reduction by 5% for all of Iran’s oil buyers (for
example, from a reduction of 20% in purchases in order to qualify for an exception to a
lower threshold of 15%), Tran could earn nearly $5 billion in additional annual oil
revenues (based on IMF estimates of 2011 oil revenues of $97 billion)'”.

Allow some Iranian financial institutions to maintain access to the Society for Worldwide
Interbank Financial Telecommunication (SWIFT)

On March 15, 2012, the European Union ordered SWIFT to expel designated Iranian
banks from the SWIFT financial communications network.”> According to SWIFT’s
2010 annual report, 44 Iranian financial institutions were using the system.'* According
to press reports, the EU order only applied to 30 Iranian institutions.'”

President Obama could delay requiring SWIFT to expel the 14 or so remaining Iranian
financial institutions that are still using SWIFT, and which have not been sanctioned by
the EU. This would allow the Iranians to use these institutions to move money through
the global financial system.

Support Lurope in relaxing the maritime insurance sanctions that are slowing down
Iranian oil shipments

Sanctions prohibiting European Protection and Indemnity (“P&1”) Clubs and reinsurance
companies from underwriting Iranian oil shipments are proving highly effective in
preventing Iran from selling its products.'® The International Energy Agency estimates
that Iran may lose up to a million barrels per day in oil shipments during the second

! The While House, Press Release, “Briefing on U.S. Sanctions on Tranian Qil-Related Transactions,”
April 1, 2012,

(htip:ipdigial usembassy. gov/st/english/toxtteans/2012/04/201 20401 3093 Inml#axzz ]l ugzqTWib)

"% Indira Lakshmanan, U.S. Lawmakers Target Iran Encrgy Scctor for Expanded Sanctions, Bloomberg,
March 29, 2012, (http:/Awww bloomberg. com/uews/2012-03-29/luwmakers-target-iran-s-energy-sector-for-
expanded-sunctions html)

12 “Payments System SWIFT to Expel Iranian Banks Saturday,” Reuters, March 15, 2012,
(hitp/Awww . reuters.comy/article/2012/03/1 Sius-nuclear-iran-idUSBRESZE 1 SM20120315)

! Society for Worldwide Interbank Financial Telecommunication, SFIIFT Annual Review 2010, page 29.
hllp:/fveww swill con/aboul swill/publications/annual reporisfannual review 2010/SWIFT AR26G10.pdl
7 “Pyyments Systemn SWIFT to Expel Iranian Banks Saturday,” Rewters, March 15, 2012.
(http/rwww.renters com/article/201 2403/ 1 Sius-nuclear-iran-idUSBREAIE I SM2012031 5)

"% Clare Baldwin & Osamu Tsukimori, “Marine Insurance: the Stranglehold on Iran?” Reuters, April 17,
2012, (http ok mobile renters.com/article/stocksNewsAd UK LNESIGO0G20120417)
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quarter of 2012, largely as a result of this measure and related oil market and financial
sanctions.

To provide Iran with sanctions relief, the Obama administration can ease the financial
pressure that has persuaded these insurers to stop covering Iranian vessels. This would be
especially pertinent to Iran’s NITC ships, which currently rely on a relatively new Iranian
insurer, Kish P& China, South Korea, India,'® and Japan'® are also reportedly
considering providing sovereign guarantees in lieu of maritime insurance.

Sources also reveal that the Chinese government has plans to establish a “super” P&I
maritime insurance company in Hong Kong backed by a Chinese state-owned bank,
which would provide the sovereign guarantee of the Chinese government to enable
Iranian oil shipments. Kish’s government ownership, and government guarantees from
four of Iran’s largest buyers of oil, have raised the possibility that countries that buy
Iranian oil will be able to bypass maritime insurance sanctions by receiving implicit
sovereign guarantees. It is still unclear how payouts would be handled, and how the
guarantees will actually work. >

The Obama administration could support a European decision to offer exemptions to EU
insurance and reinsurance companies, permitting them to underwrite oil shipments. This
decision, which is reportedly under consideration,?! could be presented as a useful step in
ensuring that oil sales permitted under section 1245 take place, thereby minimizing the
risks of oil price spikes. Since the difference between legal and illegal oil trades depends
ultimately on enforcement, however, the Iranians could capitalize on the relaxed
enforcement of insurance sanctions to sell more of their oil at market rates.

Look the other way as Europe allows sanctions busting of its il embargo

European states will likely adhere to the July 1, 2012 date to impose the EU oil embargo,
but they may look the other way when a 100 percent embargo turns into an 80 percent or
70 percent embargo, as Iranian oil makes its way to European refineries disguised as non-
Iranian oil (for example, shipped to Greek refineries on Chinese ships insured by a Hong
Kong P&l backed by Chinese sovereign guarantees). lran may incentivize refineries from

17 James Herron, “2nd UPDATE: Tran Oil Exports Fall In April As Sanctions Tighten-1EA,” The Wall
Street Journal, May 11, 2012, (hitp:ffonline wsi.com/article/BT-CO-20120511-708007 himl)

'8 Alison Leung, "Exclusive: China Mulls Guarantees for Ships Carrving

Iran Oil," Reuters, April 30, 2012,

(hitp:fnews. vahoo com/exclusive-china-mulls-suaranions-ships-canving-iran-cU-05380231 9--

business itm))

19+ Japan eyes guarantees for ships carrying Iranian oil -- Nikkei,” Reuters, May 7, 2012.
(http:/faf.renters.convarticle/energy OilNewsAd AFLIERG 749V 201205(07)

2 “Iran’'s Main Ship Insurer Will Meel Weslern Claims, Despile Sanclions,” The Maritime Executive,
March 2, 2012, (hitp/Awww. mariime-esecutive.convarticlefiran-s-main-ship-insurer-will-meet-westorn-
claims)

' Ewa Krukowska and Jonathan Stearns, “EU Permits Three-Month Insurance Exemptions For Tankers To
Iran,” Bloomberg, March 23, 2012, (irtp /Awvww bloomberg comMmews/201 2-03-23/eu-permits-three-monih-
insurance-exemptions-for-tankers-fo-iran html)
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Greece, Italy and Spain, fc;g example, to defy the oil embargo by offering price discounts
or relaxed payment terms.””

And the administration may decide not to enforce U.S. sanctions against these countries,
especially after it has already provided them with exceptions under 1245 of the NDAA.
While these exceptions are only valid for 180 days under the law, and need to be
renewed, it will likely be politically difficult for the administration to sanction some of its
closest allies, especially as these European countries contend with a massive debt crisis.
President Obama may be tempted to look the other way and allow Iran to sell additional
oil.

Keep open financial channels that allow the Iranians to access the global financial
system

The President may resist pressure from Congress to designate the remaining 8-10 Iranian
banks not under U.S. sanctions, so that the Iranians can still conduct some global
financial transactions.”® The administration also may be tempted to look the other way as
financial institutions from Russia, South Korea and Azerbaijan, among others, act as
Iran’s extraterritorial bankers.

The administration may also permit a foreign financial institution to open a channel to
repatriate some of Iran’s oil profits. This is a concession that Tehran urgently needs: The
administration’s success in persuading the Dubai-based Noor Islamic Bank to terminate
its role in helping Iran repatriate oil profits was reportedly a major contributor to the
devaluation of the Iranian Rial **

Permit sanctionable fransactions to take place through barter frade

The administration may decide to allow extensive barter trades between Iran and China,
India and South Korea even though these are sanctionable activities under section 1245
of the NDAA.** While Iran will reportedly use this barter mechanism to buy food,
pharmaceuticals, and other goods of lesser concern to Western governments, it may also
enable Iran to buy key goods and services it needs to stem the decline in its oil
production, despite U.S. and European sanctions. For example, China has reportedly

2 Alessandra Migliaceio, “Tran Embargo May Speed Refinery Closures,” Bloomberg, January 24, 2012.
hipwww bloombere.com/news/2012-01 -2 8 iran-embarso-may -specd-curope-refinery -closmes-after-

petroplus-fuilure hitrnl)

21,8, Says Looking for More Ways to Pressure Iran,” Reuters, March 20, 2012.

(hitp:iwww reuters.com/article/201 2/03/20/ms-nsa-geithner-iran~-id USBRES2J 100201203 20)

# Alan Cowell, “Dubai Bank Says It Cut Ties With Iranian Institutions,” The New York Times, February
29,2012, (hilp /A wwyeny imes.comy2012/03/0 LiworldAaniddiccasi/noor-islamic-bapk-in-dubai-says-il-cut-
ties-with-iran html)

# “Questions Regarding the NDAA (Section 1245 of the National Defense Authorization Act for Fiscal
Year 2012)," 1.8, Department of the Treasury, Accessed May 14, 2012, (http.//www Ireasury gov/resource-

center/fags/Sanctions/Pages/ques index.aspx#ndaa)

Foundation for Defense of Democracies www.defenddemocracy.org



29

Mark Dubowitz May 17, 2012

agreed to exchange ITranian oil for commitments to help Tran develop its petroleum
- .. 2
resources, a sanctionable activity under U.S. law. 8

Delay sanctions against critical elements of the Iranian oil supply chain

The Obama administration could delay a finding, currently requested in a House bill
introduced by Rep. Howard Berman (D-CA) and in Senate legislation at the request of
Senator Robert Menendez (D-NJ),* as to whether the National Iranian Oil Company and
NITC (the former National Iranian Tanker Company) are owned or controlled by the
IRGC. This finding would significantly diminish Iran’s ability to sell its oil as many
insurance companies, refineries, financial institutions, traders and other actors would not
wish to do business with entities linked to terrorism and unlawful nuclear activities.

Provide less rigorous enforcement of shipping sanctions

The Obama administration could apply the brakes to the Department of Treasury’s
pursuit of sanctions against additional shipping shell companies. This would be easy
enough to do behind the scenes, as Treasury is reportedly already working overtime to
keep up with Iran’s shipping games.”® And unless Congress established some sort of
monitoring benchmarks on how many companies Treasury had to sanction, it would be
hard to confirm that any such slowdown had occurred until it turned up in press reports.

The administration could overlook Iranian ships, sanctioned by Treasury’s Office of
Foreign Assets Control, and flagged to countries like Malta, which are theoretically part
of the coalition meant to enforce U.S. and EU sanctions.”’

The administration could also turn a blind eye to sanctionable financial transactions
related to bunkering services, registry fees, and the like, making it easier for Iranian ships
to call at ports of their choosing.*® Or the administration could raise no concerns when
Iran-linked ships turn off their AIS ship locating systems and make port calls, which do
not show up on public or commercially available ship-tracking databases.’!

* “Iran Accepts Yuan for Oil Trade with China, Threatens US Dollar,” Commodity Online, May 8, 2012,
(http:fwww commodityenling. com/news/iran-accepts-yuan-for-oil-trade-with-china-threarens-us-dolar-
47928-3-47926 htmb)

*U.S. Housc of Representatives Committee on Foreign Affairs, Press Release, “Rep. Berman, Scnator
Menendez Introduce SUll Sanclions Targeting Iran’s IRGC, Energy Seclor,” January 31, 2012.
htipfdemoerats forcignaffuirs honse. gov/press displuv asplid=214)

¥ Claudia Rosett, “Iran Sanctions: A Tale of Two Fleets,” Forbes, February 27, 2012,
(himp:Awww.defenddemocracy. org/media-hit/iran-sanctions-a-tale-of-two-fleets/)

* “Factbox - [ranian Ships Now Flying Bolivian Flags,” Reuters. April 18, 2012.

(hipfuk reuters. com/article/ 201 2/04/1 8/uk-iran-ships-irisl-id UK BRESIHI00201 20419

*¥Randy Fabi and Jasmin Choo, “Refucling EU Shippers May Violalc Iran Sanclions,” Reuters, May 11,
2012. (http /inance vohoo comynews/icfuctling-cu-shippers-may-violate-093252245 htmmb

' Christopher Johnson & Peg Mackey, “Exclusive - Iran Ships "Off Radar" As Tehran Conceals Oil
Sales,” Reuters, April 13, 2012, (hitp.//uk reuters. com/article/2012/4/1 3/uk-iran-oil-tracking-
dUKBRESICOTO20120413)
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Sources reveal that China, in the past few weeks, has engaged in covert purchases of
Tranian oil, estimated to be about one million barrels in excess of their committed
purchased volumes under agreements between Chinese traders and NTOC. This may be
one reason for the Iranian decision to turn off their ship locating systems so that western
authorities cannot track these shipments. Iran may also be reluctant to expose the extent
of their floating storage, which is a sign of the difficulty they may be facing in selling
their oil.

Sanctions Relief in the Daylight

Instead of providing sanctions relief in the shadows, President Obama should intensify
sanctions, and engage openly with Congress and key allies like Tsrael during negotiations
with Iran. If a meaningful deal can be reached with Iran that addresses all concerns about
Iran’s nuclear weapons program, an open process will ensure that it enjoys greater
bipartisan and international support.

Recommendations:
1. Exercise the National Interest Waiver

Section 1245 of the NDAA provides a way to provide sanctions relief on a transparent
basis while keeping the pressure on Iran with the threat of resumed sanctions.

If Iran agrees to a first interim step, such as halting all uranium enrichment at 20 percent,
closing the Fordo enrichment facility at Qom and shipping all 20 percent enriched
uranium outside Iran, for example, the President could exercise a national interest waiver
under NDAA 1245, which waives all CBI sanctions for 120 days.

The President must make clear that this is all based on a commitment by Iran to take the
second step within 120 days -- halting all enrichment activities in compliance with United
Nations Security Council resolutions, agreeing to fully account for its nuclear weapons
activities, and an agreement to the Additional Protocol of the Nuclear Non-Proliferation
Treaty, which requires extensive inspections. If Iran does not take this second step, CB1
sanctions resume automatically. If ITran complies, the President can promise to extend
CBI sanctions for another 120 days until the IAEA can report to the United Nations
Security Council that Iran is fully in compliance. At that point, the President could pledge
to fulfill a commitment to provide Iran with nuclear fuel rods for its Tehran Research
Reactor’” and request that Congress repeal sanctions.

2. Require the Obama adminisiration (o repori (o Congress on sanclions concessions
Congress should add a provision to the Iran Sanctions, Accountability and Human Rights

Act, to require the administration to report to Congress every 30 days on the sanctions
relief'it is contemplating offering to Iran. The report should outline the concessions Iran

* Fact Box—Tehran Research Reactor, Reuters, February 16, 2012,
(http:inrenters.com/article/201 2/02/1 &/iran-nuclear-reactor-idINDEES 1 F04620120216)
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is offering and the nature and extent of sanctions relief under consideration, including
measures being considering by other countries. The report can include classified annexes
on sensitive issues that the administration does not want to make public.

3. Intensify sanctions by expediting the passage of Congressional sanctions legislation

Administration officials agree that Tehran would not have returned to negotiations if not
for sanctions.™ Some argue that the Iranian regime fears sanctions more than the threat of
military strikes.* If that is true, now is the time to intensify sanctions, and expedite the
passage of legislation, to give the administration even more concessions to trade in
exchange for meaningful Iranian nuclear concessions.

Tough new sanctions are already in pending legislation. 7/e Iran Threat Reduction Act,
passed the House of Representatives by a vote of 410 to 11 on December 14, 2011,%° and
the Senate Banking Committee adopted unanimously ke fran Sanctions, Accountability
and Human Rights Act on February 2, 2012.% The Senate bill should be moved quickly
to a vote before the Baghdad talks begin, and a conference committee should be
convened without delay.

New sanctions are also contained in proposed amendments in the Senate and bills in the
House, advanced variously by Senators Mark Kirk,*” and Joseph Lieberman,*® and
Repre4s()entatives Tleana Ros-Lehtinen and Brad Sherman,**and Ted Deutch and Robert
Dold.

These new measures, which should be part of the new congressional sanctions package,
would:

* “Interview: U.S. Nuclear Official Samore Discusses Iran Nuclear Talks,” Radio Free Furope Radio
Liberty, April 17, 2012.

(hip:fwwwrlerLors/conlent/interview us nuclear olficial samorg iran nuelear 1alks/24531477 himb)

3 Karcn DeYoung and Scolt Wilson, “Public Irc One Goal OF Iran Sanctions, U.S. Official Says,” The
Washington Post, January 10, 2012. (http./www. washingtonpost.com/world/national-seeurity/goul-of-iran-
sanctions-is-regime-collapse-us-official-savs/20 1 2/01/10/a1QADK JsoP _ story. tmb)

* Natasha Mozgovaya, “U.S. House of Representatives Endorses Tough Sanctions On Iran,” Haareiz,
December 15, 2011, (http:/vww haaretz convnews/middle-easta-s-house-of-representatives-